CUSTOMER  SERVICES: 
1987-1992 

From  Maintenance  Service 
to  Performance  Support 

CUSTOMER  SERVICES  PROGRAM 

1987 


INPUT 


NOTES: 


FPRE  12-1 


U.S.  CUSTOMER  SERVICE 
MARKET  OVERVIEW 


INPUT 


NOTES: 


FPRE  12-2 


EXTERNAL 


NOTES: 


FPRE  12-3 


U.S.  MARKET  MACRO  FACTORS 


• IBM  Service  Price  Umbrella  Dropping 
on  New  and  Competitive  Products 

• CSA,  MSA  Discounting 

• Extend  Warranties  Proliferating 
Pressure  on  Revenue  Growth 


INPUT 


NOTES: 


FPRE  12-4 


U.S.  MARKET  MACRO  FACTORS 
(Continued) 

• Higher  MTBF  per  "Box" 

• Shorter  Product  Life  Cycles 

• Emphasis  on  Automated  Service 

Excess  Numbers  of  FEs 


INPUT 


NOTES: 


FPRE  12-5 


U.S.  MARKET  MACRO  FACTORS 
(Continued) 


• Lower  Service  Revenue  Growth 

• Continued  Growth  of  Costs 

Shrinking  Margins  Emphasis  on  Productivity 


INPUT 


NOTES: 


FPRE  12-6 


U.S.  MARKET  MACRO  FACTORS 
(Continued) 

• TPMs  Under  Severe  Pressure 

- CSA/MSA  Discounting 

- Brokers  Hit  by  T & M Reduction 

- Tightened  Spares  Pipeline 

- Manufacturer's  Aggression 

Leaner,  Meaner  TPM  Market 


INPUT 


NOTES: 


FPRE  12-7 


U.S.  CUSTOMER  SERVICE 
USER  EXPENDITURES*  1987-1992 


PRODUCT  SECTOR 

$ Billions 

AAGR 

(Percent) 

1987 

1992 

Large  Systems 

4.4 

6.4 

7 

Small  Systems 

3.0 

5.2 

12 

Microcomputers 

1.1 

1.6 

9 

^Excludes  TPM  INPUT 


NOTES: 


FPRE  12-8 


U.S.  CUSTOMER  SERVICE 
USER  EXPENDITURES*  1987-1992 


PRODUCT  SECTOR 

$ Billions 

AAGR 

(Percent) 

1987 

1992 

Telecommunications 

1.3 

2.7 

16 

Terminals/Peripherals 

4.6 

8.5 

13 

Other  (WP,  Workstations) 

1.0 

1.4 

8 

Total 

15.4 

25.8 

11 

* Excludes  TPM 


NOTES: 


FPRE  12-9 


U.S.  SERVICE  GROWTH, 


NOTES: 


FPRE  12-10 
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INPUT 


U.S.  SERVICE  GROWTH, 
1987  - 1992 


INPUT 


NOTES: 


FPRE  12-11 
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INPUT 


U.S.  SERVICE  GROWTH, 
1987  - 1992 


PERCENT  GROWTH 
10  20  30  40  50 

1 1 1 1 1 1 1 1 1 1 

Large  Systems 
Small  Systems 

P 

13 

Manufacturer 

H TPM  INPUT 

NOTES: 


FPRE  12-12 


© 1988  by  INPUT.  Reproduction  Prohibited. 


INPUT 


U.S.  SERVICE  GROWTH, 
1987  - 1992 


NOTES: 


FPRE  12- 12a 


© 1988  by  INPUT.  Reproduction  Prohibited. 


INPUT 


SERVICE  PRICE  TRENDS  - 1982-1992 

20 


15 

Service  as 
a Percent  1 n 
of  Purchase 
Price 

5 


1982  1985  1987  1992 


INPUT 


NOTES: 


FPRE  12-13 


ANNUAL  MAINTENANCE  AS  A PERCENT 
OF  PURCHASE  PRICE 


Large  System 
Small  System 
Work  Stations 
Micros 


IBM's 
Position 
in  Range 


INPUT 


NOTES: 


FPRE  12-14 


IBM'S  AGGRESSIVE  NEW  STANCE 


• Service  Discounting  Policies  (CSA,  MSA) 

• Expanded  Contract  Coverage  (1 1x5  to  24x7) 

• Elimination  of  Non-Prime  T&M 

• Tightened  Spares  Pipeline 


INPUT 


NOTES: 


FPRE  12-15 


IBM’S  CORPORATE 
SERVICE  AMENDMENT 


• Discounts  Range: 

17-45% 

• Initialization  Fees: 

$3,500,  No  Renewal 

(Network  Option  $8,600) 

• Assumes: 

Full/Part  Time  Help  Desk, 

IBM  Control  of  Products  Covered 

• Contract  Length's: 

1,3,5  Year;  Termination  Penalty 

• Price  Increase: 

3.5%  Per  Year; 

If  Higher  No  Exit  Penalty 

INPUT 


NOTES: 


FPRE  12-16 


CSA  COMPETITIVE  ANALYSIS 


IBM 

TRW 

SORBUS 

CDC 

IT 

Product 

Coverage 

Full 

Full 

Full* 

80% 

Limited 

Initialization 

3,500 

No 

No 

No 

No 

24  Hr/7  Day 

No  Cost 

Charge 

Charge 

Charge 

Charge 

Termination 

Penalty 

Yes 

No 

No 

Yes 

Yes 

Discount% 
Off  IBM  List 

17-45 

Up  to 
45 

Unclear 

10 

20-50 

* Some  Restrictions 


INPUT 


NOTES: 


FPRE  12-17 


IMPACT  OF  CSA-TYPE  AGREEMENTS 


• Lock  Users  Into  Service  Contracts 

• Increase  User  Involvement  in  Support 

• Increase  User  Sensitivity  to  Service  Pricing 

• Decrease  Vendor  Control  Over  Service  Quality 


INPUT 


NOTES: 


FPRE  12-17A 


LARGE  SYSTEMS 
SERVICE  MARKET 


INPUT 


NOTES: 


FPRE  12-18 


LARGE  SYSTEMS  SERVICE  REVENUE 


1987 


1992 


0 1 2 3 4 5 6 7 

REVENUES  ($  BILLIONS) 

□ Hardware  Maintenance  □ Professional  Services 

□ Software  Support  □ Educational  Services 

INPUT 


1987-1992 


0.6  x j0.3 

.0.1 

3.5 

4.5 

06 

0.2 

4.1 

1.3 

6.4 

1 1 1 

L 

l_ 

1 

i 

NOTES: 


FPRE  12-19 


LARGE  SYSTEMS  SERVICE  GROWTH 
BY  REVENUE  SOURCE 
1987  - 1991 


SERVICE 

INCREMENTAL  REVENUE 

AAGR 

REVENUE  SOURCE 

($  MILLIONS) 

(%) 

Software  Support 

V/////////////A  790 

19 

Hardware 

Maintenance 

Professional 

Services 

77777///////A  630 

3 

'//////A  400 

21 

^ 120 

1 1 1 l_ 

Educational 

13 

Services 

0 250  500  750  1,000  INPUT 


NOTES: 


FPRE  12-20 
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INPUT 


LARGE  SYSTEMS 
SERVICE  PERFORMANCE 


PERFORMANCE  CRITERIA 

REQUIRED 

RECEIVED 

System  Availability  (%) 

98.3% 

97.6% 

Response  Time  (Hours) 

1.7 

1.7 

Repair  Time  (Hours) 

2.4 

2.4 

Recovery  Time  (Hours) 

1.1 

1.1 

INPUT 


NOTES: 


FPRE  12-21 


LARGE  SYSTEMS  VENDORS  RANKED 
BY  SYSTEMS  AVAILABILITY 


VENDOR 

SYSTEM 

AVAILABILITY 

(PERCENT) 

PERCENT  SATISFIED 
25  50  75  100 

1 1 1 1 

NAS 
Amdahl 
IBM  308X 
Honeywell 

99.3 

98.9 

98.5 

97.8 

79 

52 

57 

38 

All 

97.6 

56 

INPUT 


NOTES: 


FPRE  12-22 


LARGE  SYSTEMS  VENDORS  RANKED 
BY  SYSTEMS  AVAILABILITY  SATISFACTION 


VENDOR 

SYSTEM 

AVAILABILITY 

(PERCENT) 

PERCENT  SATISFIED 
25  50  75  100 

till 

NAS 

IBM  309X 

CDC 

UNISYS 

99.3 
98.0 
97.7 

96.4 

79 

60 

“1  58 

57 

All 

97.6 

~|  56 

INPUT 


NOTES: 


FPRE  12-23 


LARGE  SYSTEMS  VENDORS 
RANKED  BY  RESPONSE  TIME 


VENDOR 

RESPONSE 

TIME 

(HOURS) 

PERCENT  SATISFIED 
25  50  75  100 

1 1 1 1 

IBM  309X 
UNISYS 
NAS 
NCR 

1.1 

1.1 

1.4 

1.8 

~90| 

91 

93 

68 

AH 

1.7 

89 

INPUT 


NOTES: 


FPRE  12-24 


LARGE  SYSTEMS  VENDORS  RANKED 
BY  RESPONSE  TIME  SATISFACTION 


VENDOR 

RESPONSE 

TIME 

(HOURS) 

PERCENT  SATISFIED 
25  50  75  100 

1 1 1 1 

Honeywell 

2.1 

95 

IBM  309X 

1.7 

94  | 

NAS 

1.4 

93 

UNISYS 

1.1 

91  1 

All 

1.7 

89 

INPUT 


NOTES: 


FPRE  12-25 


LARGE  SYSTEMS  VENDORS 
RANKED  BY  REPAIR  TIME 


VENDOR 

REPAIR 

TIME 

(HOURS) 

PERCENT  SATISFIED 
25  50  75  100 

1 1 1 1 

IBM  309X 
Amdahl 
NAS 
NCR 

1.6 

1.7 

1.8 
1.8 

93  1 

92 

100  | 

68  | 

All 

2.4 

93 

INPUT 


NOTES: 


FPRE  12-26 


LARGE  SYSTEMS  VENDORS  RANKED 
BY  REPAIR  TIME  SATISFACTION 


VENDOR 

REPAIR 

TIME 

(HOURS) 

PERCENT  SATISFIED 
25  50  75  100 

1 1 1 1 

NAS 

1.8 

100 

Honeywell 

3.4 

100 

IBM  309X 

2.2 

96 

UNISYS 

3.0 

94 

All 

2.4 

93  1 

INPUT 


NOTES: 


FPRE  12-27 


LARGE  SYSTEMS  USER 
SYSTEM  AVAILABILITY  SATISFACTION 


System  Availability  Requirement  Level  (%) 
Sample:  350 


INPUT 


NOTES: 


FPRE  12-28 


LARGE  SYSTEMS  USER  SATISFACTION 


INPUT 


NOTES: 


FPRE  12-29 


LARGE  SYSTEMS  USER  NEEDS 


A=  Parts  Availability 

B=  Hardware  Eng. 
Skill  Level 

C=  Overall  Hardware 
Support 

D=  Software 

Documentation 

E=  Software  Eng. 
Skill  Level 

F=  Overall  Software 
Support 


INPUT 


NOTES: 


FPRE  12-30 


LARGE  SYSTEMS  SERVICE  CONTRACT 


DAYS 

HOURS 


BILLING 
INTERVAL 


PERCENT  OF  SAMPLE 


25% 

50% 

75%  100% 

Monday  - Friday 

M-Su 

M-Sa  ' 

1-9  Hours 

10-16 

17-24 

Monthly 

> 

♦ 

Quarterly 

' Annual 

ALL  CHANGE! 


INPUT 


NOTES: 


FPRE  12-31 


LARGE  SYSTEM  PRICING  TRENDS 
1982-1987 


Annual 
Maintenance 
Charge  as  a 
Percent  of 
Purchase 
Price 


INPUT 


NOTES: 


FPRE  12-32 


LARGE  SYSTEM  FIVE  YEAR 
COST-OF-OWNERSHIP 


$ 

Millions 


INPUT 


NOTES: 


FPRE  12-33 


SMALL  SYSTEMS 
SERVICE  MARKET 


INPUT 


NOTES: 


FPRE  12-34 


SMALL-SYSTEMS  SERVICE 
REVENUE  MIX  1987-1992 


°-4  ~l! 

,0.1 

2.3 

' ^ 

3.0 

0.4 

,r0.2 

3.6 

1.0 

5.2 

1 1 1 1 1 

1987 


1992 


2 3 4 5 

REVENUES  ($  BILLIONS) 


□ Hardware  Maintenance 

□ Software  Support 


□ 

□ 


Professional  Services 

Educational  Services 

INPUT 


NOTES: 


FPRE  12-35 


SMALL  SYSTEMS  SERVICE  GROWTH 
BY  REVENUE  SOURCE 
1987  - 1992 


SERVICE 

INCREMENTAL  REVENUE 

AAGR 

REVENUE  SOURCE 

($  MILLIONS) 

(%) 

Hardware 

Maintenance 

11280 

9 

Software  Support 

1 590 

18 

Professional 

Services 

□ 210 

19 

Educational 

Services 

Rso 

1 1 1 l_ 

21 

0 350  700  1,050  1,400  INPUT 


NOTES: 


FPRE  12-36 


SMALL  SYSTEMS 
SERVICE  PERFORMANCE 


PERFORMANCE  CRITERIA 

REQUIRED 

RECEIVED 

System  Availability  (%) 

97.9% 

96.9% 

Response  Time  (Hours) 

3.7 

3.6 

Repair  Time  (Hours) 

3.4 

3.6 

Recovery  Time  (Hours) 

1.0 

1.1 

INPUT 


NOTES: 


FPRE  12-37 


SMALL  SYSTEMS  VENDORS 
RANKED  BY  SYSTEM  AVAILABILITY 


VENDOR 

SYSTEM 

AVAILABILITY 

(PERCENT) 

PERCENT  SATISFIED 
25  50  75  100 

1 1 1 1 

Concurrent 

IBM 

DG 

Tandem 

99.0 

98.6 
98.3 

97.7 

23 

85 

57 

“1 89 

All 

96.9 

59 

INPUT 


NOTES: 


FPRE  12-38 


SMALL  SYSTEMS  VENDORS  RANKED 
BY  SYSTEM  AVAILABILITY  SATISFACTION 


VENDOR 

SYSTEM 

AVAILABILITY 

(PERCENT) 

PERCENT  SATISFIED 
25  50  75  100 

1 1 1 1 

Tandem 

IBM 

HP 

DEC 8XXX 

97.7 

98.6 

96.5 

97.2 

89 

“185 

83 

71 

All 

96.9 

59 

NOTES: 


FPRE  12-39 


SMALL  SYSTEMS  VENDORS 
RANKED  BY  RESPONSE  TIME 


VENDOR 

RESPONSE 

TIME 

(HOURS) 

PERCENT  SATISFIED 
25  50  75  100 

1 1 1 1 

Tandem 

DG 

IBM 

DEC  11/780 

1.7 

2.1 

2.1 

2.6 

96 

90 

87 

88  | 

All 

3.6 

90 

INPUT 


NOTES: 


FPRE  12-40 


SMALL  SYSTEM  VENDORS  RANKED 
BY  RESPONSE  TIME  SATISFACTION 


RESPONSE 

PERCENT  SATISFIED 

VENDOR 

TIME 

25  50  75 

100 

(HOURS) 

1 1 1 

L 

HP 

5.7 

97 

Gould 

6.1 

97 

Tandem 

1.7 

96 

DG 

2.1 

90 

All 

3.6 

90 

INPUT 


NOTES: 


FPRE  12-41 


SMALL  SYSTEMS  VENDORS 
RANKED  BY  REPAIR  TIME 


VENDOR 

REPAIR 

TIME 

(HOURS) 

PERCENT  SATISFIED 
25  50  75  100 

1 1 1 1 

DEC 8XXX 
IBM 

Concurrent 

Tandem 

1.9 
2.0 
2.3 

2.9 

96 

97  | 

93 

92 

All 

3.6 

90 

INPUT 


NOTES: 


FPRE  12-42 


SMALL  SYSTEMS  VENDORS  RANKED 
BY  REPAIR  TIME  SATISFACTION 


VENDOR 

REPAIR 

TIME 

(HOURS) 

PERCENT  SATISFIED 
25  50  75  100 

1 1 1 1 

HP 

3.0 

100 

Gould 

7.0 

100 

IBM 

2.0 

97 

DEC  8XXX 

1.9 

96  j 

All 

3.6 

90  | | 

INPUT 


NOTES: 


FPRE  12-43 


SMALL  SYSTEMS  USER 
SYSTEM  AVAILABILITY  SATISFACTION 


System  Availability  Requirement  Level  (%) 

Sample:  360 

INPUT 


NOTES: 


FPRE  12-44 


SMALL  SYSTEMS  USER  SATISFACTION 


i i i i l i i i i 

100  80  60  40  20  0 20  40  60  80  100 


INPUT 


NOTES: 


FPRE  12-45 


SMALL  SYSTEM  SERVICE  PERFORMANCE 


A=  Parts  Availability 

B=  Hardware  Eng. 
Skill  Level 

C=  Overall  Hardware 
Support 

D=  Software 

Documentation 

E=  Software  Eng. 
Skill  Level 

F=  Overall  Software 
Support 


NOTES: 


FPRE  12-46 


SMALL  SYSTEMS  SERVICE  CONTRACT 


PERCENT  OF  SAMPLE 


l 

25 

1 

50 

i 

75 

100 

DAYS 

Monday  - Friday 

4 

M-Sa  - 

-y  M-Su  1 

HOURS 

1-9  Hours  1 a 

* 

BILLING 

INTERVAL 

10-16  1 

17-24' 

Monthly 

f 

Annual  

Quarterly 

ALL  CHANGE! 


INPUT 


NOTES: 


FPRE  12-47 


■ 


SMALL  SYSTEM  PRICING  TRENDS 
1982-1987 


10 


Annual 
Maintenance 
Charge  as  a 
Percent  of 
Purchase 
Price 


5 - 


0 


HP  8.7 
IBM  8.3 
DG  8.3 
DEC  7.7 
Prime  6.3 


DG  7.0 
DEC  6.8 
IBM  6.4 
HP  4.9 


1981 


1983 


I 

1985 


Prime  5.3 
DEC  5.2 
IBM  5.0 
DG  4.7 
HP  4.3 


1987 


INPUT 


NOTES: 


FPRE  12-48 


SMALL  SYSTEM  FIVE  YEAR 
COST-OF-OWNERSHIP 


$ 

Thousands 


INPUT 


NOTES: 


FPRE  12-49 


THIRD-PARTY 
MAINTENANCE  MARKET 


INPUT 


NOTES: 


FPRE  12-50 


U.S.  TPM  USER  EXPENDITURES 
1987-1992 


PRODUCT  SECTOR 

$ Millions 

AAGR 

(Percent) 

1987 

1992 

Large  Systems 

183 

204 

2 

Small  Systems 

265 

489 

13 

Microcomputers 

568 

974 

11 

INPUT 


NOTES: 


FPRE  12-51 


U.S.  TPM  MAINTENANCE 
USER  EXPENDITURES  1987-1992 


PRODUCT  SECTOR 

$ Millions 

AAGR 

(Percent) 

1987 

1992 

T elecommunications 

225 

494 

17 

Terminals/Peripherals 

511 

920 

12 

Other 

73 

140 

14 

Total  TPM 

1,825 

3,222 

12 

INPUT 


NOTES: 


FPRE  12-52 


TPM  "HARD”  SERVICES  1987-1992 


"HARD”  SERVICE 

$ Millions 

AAGR 

(Percent) 

1987 

1992 

Maintenance 

1825 

3222 

12 

Refurb 

35 

81 

18 

"Fourth  Party" 

110 

338 

25 

Total 

1970 

3640 

13 

INPUT 


NOTES: 


FPRE  12-53 


TPM  "SOFT”  SERVICES  1987-1992 


"SOFT"  SERVICE 

$ Millions 

AAGR 

(Percent) 

1987 

1992 

Leasing 

440 

809 

13 

SW  Support 

36 

293 

52 

Professional 

28 

73 

21  | 

Education 

31 

81 

21  f 

De/Installs 

30 

69 

i8  i 

Total 

565 

1324 

19  1 

INPUT 


NOTES: 


FPRE  12-54 


TPM  USER  SELECTION  CRITERIA 
1987  ALL  USERS 


1984 

RANK 

1987 

RANK 

SELECTION 

CRITERIA 

IMPORTANCE  IN 
SELECTING  TPM* 

2 4 6 8 10 

1 1 1 1 1 

5 

3 

2 

1 

2 

3 

Price 

Quality  of 
Service 

Proximity 

W//////////Z,  *1 

W////////A  76 

6.1 

* Rating:  1 = Low,  10  = High 


INPUT 


NOTES: 


FPRE  12-55 
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INPUT 


1987  TPM  USER  SELECTION  CRITERIA 


1984 

RANK 

1987 

RANK 

SELECTION 

CRITERIA 

IMPORTANCE  IN 
SELECTING  TPM* 

2 4 6 8 10 

1 1 1 1 1 

1 

4 

Ability  to  Service 
Mixed-Shop 

'422222Zaa 

NA 

5 

Only  Service 
Available 

3.6 

NA 

6 

Dissatisfaction 
with  Manufacturer 

3.2 

* Rating:  1 = Low,  10  = High 


INPUT 


NOTES: 


FPRE  12-56 
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INPUT 


TPM  VERSUS  MANUFACTURER 
SERVICE  PERFORMANCE 


SUPPORT  COMPONENT 

TPM 

MFR 

Response  Time  (Hours) 

4.3 

6.3 

Repair  Time  (Hours) 

4.8 

4.9 

INPUT 


NOTES: 


FPRE  12-57 


USER  SATISFACTION  WITH  SUPPORT 
TPM  VERSUS  MANUFACTURER 


CRITERIA 

123456789  10 

1 1 1 1 1 1 1 1 1 1 

Overall 

8.3 

Satisfaction 

7.1 

Satisfaction 

8.4 

with  Price 

1 5.8 

1 1 -TPM  □ -MFR 

INPUT 


NOTES: 


FPRE  12-58 


LARGE  SYSTEMS  RESPONSE 
AND  REPAIR  TIMES 
TPM  VERSUS  MANUFACTURER 


PRODUCT 

SUPPORT 

SERVICE  VENDOR  PERFORMANCE 
(HOURS) 

123456789  10 

1 1 1 1 1 1 1 1 1 1 

Response  Time 

3.3 

(Hours) 

3.3 

Repair  Time 

1.0 

1 1 -TPM 

(Hours) 

1.4 

| -MER 

INPUT 


NOTES: 


FPRE  12-59 


SMALL  SYSTEMS  RESPONSE 
AND  REPAIR  TIMES 
TPM  VERSUS  MANUFACTURER 


PRODUCT 

SUPPORT 

SERVICE  VENDOR  PERFORMANCE 
(HOURS) 

123456789  10 

1 1 1 1 1 1 1 1 1 ! 

Response  Time 
(Hours) 

Repair  Time 
(Hours) 

3.5 

5.6 

, , 

4.4  1 1 -TPM 

|4.1  1 | -MFR 

INPUT 


NOTES: 


FPRE  12-60 


MICRO  RESPONSE  AND  REPAIR  TIME 
TPM  VERSUS  MANUFACTURER 


PRODUCT 

SUPPORT 

SERVICE  VENDOR  PERFORMANCE 
(HOURS) 

5 10  15 

1 1 1 

Response  Time 
(Hours) 

Repair  Time 
(Hours) 

r “|  3.2 

12.6  1 

9.7  ! 

12.2  : 

1 1 -TPM  1 1 -MFR 

INPUT 


NOTES: 


FPRE  12-61 


PERIPHERAL  RESPONSE  AND  REPAIR 
TPM  VERSUS  MANUFACTURER 


PRODUCT 

SUPPORT 

SERVICE  VENDOR  PERFORMANCE 
(HOURS) 

5 10  15 

1 1 1 

Response  Time 
(Hours) 

Repair  Time 
(Hours) 

| 8.9 

8.8 

6.4 

1 1 

7.0  1 1 -TPM 

1 1 -MFR 

INPUT 

NOTES: 


FPRE  12-62 


USER  SATISFACTION  WITH  TPM  SUPPORT 


A=Training 
B=Parts  Availability 
C=Remote  Support 
D=IIW  Engineer  Skill 
E=SW  Engineer  Skill 
F=SW  Support  Overall 
G=HW  Support  Overall 


NOTES: 


FPRE  12-63 


WILLINGNESS  TO  USE  TPM  FOR 


EXTEND] 

ED  SERVICES 

SERVICE 

UNWILLING  PERCENT  WILLING 

50  0 50 

1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 

Moves/Changes/ 

Upgrades 

CPU  Support 

1 — ! — ^ 

53 

Systems  Software 
Support 

Applications  Software 
Support 

Network  Management 

67  1 1 

701  1 

781  1 

INPUT 


NOTES: 


FPRE  12-64 


TOP  FIVE  TPM  VENDORS  IN  1986 


RANK 

TPM  VENDOR 

1986 

TPM 

REVENUES 
($  Millions) 

MARKET 

SHARE 

(Percent) 

1 

TRW 

250 

16 

2 

S or  bus 

240 

15  ! 

3 

General  Electric 

180 

12  i 

4 

Intelogic  Trace 

152 

8 

5 

Control  Data 

110 

7 

INPUT 


NOTES: 


FPRE  12-65 


1987  TPM  ACQUISITIONS 


ACQUIROR 

ACQUIRED  CO. 

SERVICE 

REVENUE 

BASE 

($  MILLIONS) 

PRINCIPAL 

PRODUCTS 

SERVICED 

Bell  South 

Dataserv 

96.6 

IBM 

Pritronix 

Carterfone 

20.0 

Network 

Bell 

Atlantic 

Electronic 

Service 

Specialists,  Ltd. 

20.0 

IBM 

Sorbus 

Pacific 

Computer 

5.5 

Amdahl 

INPUT 


NOTES: 


FPRE  12-66 


1987  TPM  ACQUISITIONS  (Continued) 


ACQUIROR 

ACQUIRED  CO. 

SERVICE 

REVENUE 

BASE 

($  MILLIONS) 

PRINCIPAL 

PRODUCTS 

SERVICED 

DPCE 

Systec 

5.0 

IBM,  Amdahl 

Dow  Jones 

Zentel 

3.8 

Zentel,  Lear 

Sorbus 

Maintenance 
Inovators,  Inc. 

2.0 

IBM 

Decision 

Industries 

John  Iverson  Co. 

N/A 

DEC 

Intelogic 

Trace 

Texas 

Troubleshooters 

N/A 

IBM 

INPUT 


NOTES: 


FPRE  12-67 


MATURATION  AND  TURMOIL  IN  TPM 

• Introduction  of  CSA-Like  Agreements 

• Tightening  of  Spares  Pipeline 

• Slim  Recourse  - Litigation 

• More  Failures  - More  Acquisitions 
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SOFTWARE  SUPPORT 
MARKET 


INPUT 


NOTES: 
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U.S.  SOFTWARE  PRODUCT  & SUPPORT 

1987-1992 


1987 


1992 


0 10  20  30  40  50  60 

USER  EXPENDITURES  ($  Billions) 


17.9 

2.0 

% 

19.9 

44.4 

7.8 

I 

52.2 

1 

1 1 

_J 

Product 

Support 


INPUT 


NOTES: 


FPRE  12-70 


SOFTWARE  PRODUCT  & SUPPORT 
GROWTH  RATE 
1987-1992 
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SOFTWARE  SUPPORT  MARKET  BY  COMPONENT 

1987-1992 


$ MILLIONS 

AAGR 

COMPONENT 

1987 

1992 

(Percent) 

Software  "Maintenance" 

1,100 

5,300 

37 

Installation  & Tailoring 

200 

470 

19 

Consulting 

300 

620 

16 

Education  (Including 
Documentation) 

400 

1,410 

29 

Total 

2,000 

7,800 

31 
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SOFTWARE  SUPPORT  DELIVERY 


SUPPORT  DELIVERY 
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SOFTWARE  DOCUMENTATION  NEEDS  UNMET 
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SOFTWARE  SUPPORT  SATISFACTION 
BY  SUPPORT  AREA 
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END-USER  TRAINING 


• Vendors  and  Users  Share  Blame: 

- Users  Don't  Express  Requirement 

- Vendors  Don't  Market  Training 

• Result: 

- Users  Dissatisfied  with  Performance 

- Vendor  Support  Costs  Rise 
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THIRD-PARTY  SOFTWARE 
SUPPORT  OPPORTUNITIES 
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CONCLUSIONS 
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NOTES: 
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EVOLUTION  OF  PRODUCT  MARKET 


• Net  Additions  to  Installed  Base  Uneven 

• Networked  Systems  Increasing 

• Price/Performance  Improvements  Continue 

• Complex  Software  Products 
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NOTES: 
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EVOLUTION  OF  SERVICE  MARKET 

• Decreasing  Hardware  Maintenance  Revenue 

• Increasing  Software/Professional  Services 

• Declining  Labor  Content 

• Increasing  Materials  Costs 

INPUT 

NOTES: 
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-- 


REDUCE  SERVICE  COSTS 


• Increase  Service  Automation 

- Remote  Support 

- AI-Based  Diagnostic  Tools 

• Move  Away  from  Price-Sensitive  Service 

- Unbundle  Software/Professional  Services 

• Increase  User  Involvement  (RSS,  Help  Desks) 
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DEVELOPMENT  OF 
AUTOMATED  SERVICE  DELIVERY 
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PAST ► PRESENT ►FUTURE 


- Paper-Based  FSMS  Software 

- Phone/Radio 


AI/Expert 

Systems 


On-Site  Support  Remote  Diagnostics 


Remote  Support 


INPUT 


NOTES: 


FPRE  12-82 


EVOLUTION  OF  SERVICE  PRICE  MODEL 


SERVICE  PRICE  ATTRIBUTES 

TIMEFRAME 

- Cost-Based 

1970's 

- Hardware-Emphasis 

- Non-Hardware  Activities  Free 

- Profit-Based 

- "Unbundled"  Services 

- Non-Hardware  Activities  Charged 

1980's 

- Hardware-Maintenance  as  a "Price-Leader" 

- Profit  from  Software  Support,  Professional 
Services,  Parts  Sales 

- Performance  Support  Packages 

1990's 
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NOTES: 
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CHALLENGES  FOR  1987 


• Increase  Involvement  in  Non-Hardware 
Maintenance  Activities 

• Reduce  Costs  of  Providing  Service 

• Avoid  "Reactive"  Discounting 

• Single  -Source  Support 
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CHALLENGES  FOR  1992 

• Evolve  Service  from  Remedial  Maintenance 
to  Performance  Support 

• Treat  all  Activities  as  Professional  Service 

• "Reactive"  to  "Predictive" 

• Service  Integration  Mandatory 
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About  INPUT 


INPUT  provides  planning  information,  analysis  and  recommendations  to  man- 
agers and  executives  in  the  information  processing  industries.  Through  market 
research,  technology  forecasting,  and  competitive  analysis,  INPUT  supports 
client  management  in  making  informed  decisions.  Continuing  services  are  pro- 
vided to  users  and  vendors  of  computers,  communications,  and  office  products 
and  services. 

The  company  carries  out  continuous  and  in-depth  research.  Working  closely 
with  clients  on  important  issues,  INPUT’S  staff  members  analyze  and  interpret 
the  research  data,  then  develop  recommendations  and  innovative  ideas  to  meet 
clients’  needs.  Clients  receive  reports,  presentations,  access  to  data  on  which 
analyses  are  based,  and  continuous  consulting. 

Many  of  INPUT’S  professional  staff  members  have  nearly  20  years  experience 
in  their  areas  of  specialization.  Most  have  held  senior  management  positions  in 
operations,  marketing,  or  planning,  This  expertise  enables  INPUT  to  supply 
practical  solutions  to  complex  business  problems. 

Formed  in  1974,  INPUT  has  become  a leading  international  planning  services 
firm.  Clients  include  over  100  of  the  world’s  largest  and  most  technically 
advanced  companies. 


NORTH  AMERICA 

Headquarters 

1280  Villa  Street 
Mountain  View,  CA  94041 
(415)  961-3300 
Telex:  171407 
Fax:  (415)961-3966 

New  York 

Parsippany  Place  Corp.  Center 
Suite  201 

959  Route  46  East 
Parsippany,  NJ  07054 
(201)  299-6999 
Telex:  134630 
Fax:  (201)263-8341 

Washington,  D.C. 

8298C,  Old  Courthouse  Rd. 
Vienna,  VA  22180 
(703)  847-6870 
Fax:  (703)  847-6872 


ASIA 

Japan 

FKI 

Future  Knowledge  Institute 
Saida  Building, 

4-6,  Kanda  Sakuma-cho 
Chiyoda-ku, 

Tokyo  101, 

Japan 

03-864-4026 

Fax:  011-03-864-4114 


INPUT 

Planning  Services  for  Management 


Offices 

EUROPE 

United  Kingdom 

41  Dover  Street 
London  W1X3RB 
England 
01-493-9335 
Telex:  27113 
Fax:  01-629-0179 


